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SUBJECT: Joint Strike Fighter Program Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALY SES OF BILL ASINTRODUCED AND AMENDED STILL APPLY.
OTHER - See comments bel ow.

SUMWARY OF BILL

This bill would create a wage credit and property credit for the Joint Strike
Fighter (JSF) program These credits would apply to taxpayers under contract or
subcontract to manufacture property for ultimte use in a JSF.

SUWVARY OF AMENDMENT

The May 14, 1998, anendnents would nodify the definition of qualified taxpayer to
require the JSF contract or subcontract to be “an initial” contract or
subcontract and woul d prevent taxpayers from claimng both the Manufacturers’
Investnment Credit (MC) and the property credit provided by this bill.

The May 14, 1998, anendnents partially resolved the policy consideration raised
in the departnent’s analysis of the bill as introduced February 6, 1998. In
addition, the amendnents raise the inplenentati on and technical considerations
di scussed bel ow. Except for the Policy Consideration and Tax Revenue Esti mate,
t he departnent’s anal yses of the bill as introduced February 6, 1998, and as
anmended March 18, 1998, still apply.

POLI CY CONSI DERATI ONS

This bill would all ow taxpayers |located within an enterprise zone to claimthe
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JSF credits and an enterprise zone credit (e.g.
hiring credit) that the taxpayer

provi si ons

| 1779( Runner & \W\ayne)

14, 1998

do not

i nvest ment or enpl oyee.

In addition,

credit

is all owed.

sal es or

use tax credits and
The enterprise zone credit
restrict the taxpayer to one credit based upon a single

there is overlap between the wage credit and the qualified property
in that capitalized | abor costs that are treated as direct costs under

Section 263A of the IRC would be eligible for both credits (plus any existing
credits that do not contain provisions restricting the taxpayer to one credit
based on a single investnent or enpl oyee).

| MPLEMENTATI ON CONSI DERATI ONS

This bill

subcontract to manufacture property for

ultinmate use in a JSF. It

woul d require the taxpayer to be under “an initial” contract or

i s uncl ear

whet her an “initial contract” could include nodifications to that contract. This
could lead to disputes between taxpayers and the departnent.
TECHNI CAL CONSI DERATI ON
Amendnent 1 woul d correct the code section reference to the MC
TAX REVENUE ESTI MATE
The May 14, 1998, anmendnents preventing taxpayers fromclaimng both the JSF
property credit and the M C reduced the estimted revenue | osses by $1 mllion
for 2000-01, $11 mllion for 2001-02 and $12 mllion for 2002-03. Thus, revenue
| osses for this bill over the initial three-year period are projected to be as
fol |l ows:
Fiscal Year Cash Flow Impact
$ Millions
2000-01 2001-02 2002-03
Property (1) (7) (8)
Wages (4) (54) (56)
Total (5) (61) (64)

Thi s anal ysis does not take into account any change in enpl oynent,

i ncone,

or gross state product that may result fromthis bil

per sonal

becom ng | aw.



Marion Mann DeJdong
(916) 845-6979
Doug Bramhal |

FRANCHI SE TAX BOARD S
PROPOSED AMENDMENTS TO AB 1779
As Amended May 14, 1998
AVENDMENT 1
On page 21, line 18, strikeout “23049” and insert:

23649



